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On May 18, the Venezuelan government announced it will attempt to solicit new payment
conditions from bank creditors on its $32 billion foreign debt. According to an official document
published in EL NACIONAL (Caracas), the decision to resume debt negotiations was based on
projections of a large fiscal deficit this year, defined as "structural" in nature. The deficit is expected
to reach some 43 million bolivares, equivalent to one-third of public revenues. The shortfall
estimate does not include the expenditure of an additional 5 billion bolivares in the form of a salary
bonus for all workers decreed early this month. The document points out that the fiscal deficit is a
chronic problem and is expected to continue into the immediate future, result of large debt service
payments, unavoidable spending commitments to promote economic development and social
welfare, and few possibilities for significantly raising government revenues. As per existing payment
schedules, foreign debt service will account for $3.63 billion this year, representing close to 41%
of government revenues. Government economists insist new debt negotiations are necessary. In
early March, Caracas completed an arduous renegotiation of its public sector foreign debt with the
committee in New York representing some 460 commercial bank creditors. This rescheduling was
in fact, initiated shortly after the previous renegotiation finalized in late February, 1986. Although
Caracas obtained what were considered significant reductions in scheduled principal payments
and the spread rate (premium charged by the banks to handle the loans over the prevailing interest
rate), it appears that the latter were inadequate. (See "Venezuela Concludes Renegotiation of Public
Sector Foreign Debt," LADC 03/05/87, for details.) According to the Economic Committee of the
Chamber of Deputies, Venezuela has paid $13.5 billion in debt service during the last three years,
while another $15 billion have left the country in the form of flight capital. Next, due to the decline in
world market oil prices, the country has lost millions of dollars in export revenues. For instance, oil
revenue dropped by about $5 billion in 1986, while Venezuelan foreign currency reserves last year
declined by over $3.7 billion. (Basic data from AP, 05/18/87)
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